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Surpluses of farm products have been piling up in the hands of the Commodity’Credit Corporation of 
the U. S., and a big issue is shaping up in the minds of many citizens. Hunger abroad and reserves of 
food at home have become the subject of many protests, including church resolutions. 


To one senator the potato situation is unjustifiable and 
unholy; to another, difficult and perplexing; to a third, 
the potato producers should not be singled out for criti- 
cism. Whatever one’s opinion, the potato surplus has 
dramatized a federal program that is varied in origin, 
operation, and effect. The price-support program for po- 
tatoes is reported to have cost the taxpayers during recent 
years as much as the schemes for all other commodities 
combined. 

The Secretary of Agriculture has stated that the huge 
potato surpluses will now be handled differently from the 
method of 1947. In that year kerosene was poured over 
huge piles of potatoes. This year, many of the surplus 
potatoes will be stained with a harmless blue dye, and 
they can be used for animal feed or simply left to rot in 
fields ; they will possibly have some value as plant food. 
Other large quantities are reported to have been sold to 
Spain for a nominal sum. 

In what follows we shall attempt to explain the back- 
ground of the price-support program, describe the present 
situation, give a résumé of the main provisions of the 
Agricultural Act of 1949, under which the program is 
carried out, and point out certain issues that emerge. 


Price-Support—The Background 


Agricultural legislation, like much other legislation, has 
become a highly technical matter. Relatively few people 
fully understand it. The Department of Agriculture is a 
large organization with many technicians and specialists. 
But many of them do not deal with price-support. Visi- 
tors to the Department are often surprised, when they ask 
about it, to be told that price-support is a technical matter 
that must be referred to another specialist in a different 
corridor. This comment illustrates the complexity of the 
farm laws today. 

Price-support legislation is not new. It became an ob- 
jective of organized agriculture over a generation ago, 
which probably first came to public notice after World 
War I. It was sought by the farm bloc of the 1920's, when 
the McNary-Haugen bill was advocated as a means of 
supporting domestic prices for farm products; govern- 
mental intervention was sought in order to dispose of 
price-depressing surpluses abroad. In the Hoover Admin- 
istration, the Federal Farm Board acquired certain farm 


supplies to be held “for time.” The Board operated in a 
period of rapidly declining prices, and the operations were 
ended when the supplies held were disposed of with losses 
to the federal government. Since 1933 “adjustment” has 
been the key word in this connection. In the 1930's at- 
tempts were made by federal agencies to hold down sup- 
plies to effective demand by acreage limitation, marketing 
agreements, and soil conservation programs that “turned 
lands into grass.” In World War II, the farm program 
was such that the highest possible production was sought 
for most crops. The price-support program was extended 
to many crops, not just the six “basics”—cotton, corn, 
wheat, rice, peanuts, tobacco. It was stated that adequate 
rewards were necessary to assure a high volume of pro- 
duction. Thus during the 1940’s the capacity to produce 
was markedly expanded. The sciences related to farm 
production marched on. The number of eggs laid per hen 
per year has gradually increased; so has the number of 
pounds of butterfat yielded per cow per year. 

During 1949, although the total of consumers’ incomes 
expanded by one per cent over 1948 according to recent 
Department of Commerce estimates, farmers’ total in- 
come declined 20 per cent. Officials of the Department of 
Agriculture say that there was some readjustment of 
food purchases by families in 1949, as compared with 
1948. For example, since rents gradually advanced, 
even with rent control, the rent dollar came into keen 
competition with the egg dollar and the butter dollar. 
Thus some of the mounting reserves of farm products 
can be explained in terms of family budgeting. It has 
been said that if the average person would eat one dozen 
eggs more in 1950 than in 1949, and one-half pound of 
butter more, there would be no surplus problem with eggs 
or butter. 

Under present laws, the Department of Agriculture has 
acquired certain farm products for price-support purposes 
by direct purchases and by making “non-recourse loans” 
on stored commodities. This type of loan is secured by 
the crop. If the price falls below the support level the 
government accepts the commodity as full payment of the 
loan. 

Why has the price-support program been demanded by 
farmers? The program is but one aspect of the farmers’ 
struggle for social standards. More specifically, organized 
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agriculture has sought to attain stability of price by 
achieving control of supply—a time-honored objective 
followed by manufacturing corporations. Organized agri- 
culture has asked for governmental authority to achieve 
control over supply somewhat comparable, it has been 
claimed, to that exercised by the shoe manufacturer who 
reduces the supply of products as effective demand falls 
off, and expands the supply as demand improves. Price- 
support, in the parlance of farm lobbyists, has been called 
the farmers’ equivalent of the statutory minimum wages 
and maximum hours for labor in trade and industry. 

The term “parity” sums up many of the objectives of 
organized agriculture. “Parity” has become a legal term 
which is an index of farm purchasing power. Parity is a 
measure expressing the relation of prices received for 
farm products to the prices paid for supplies and other 
items entering into cost of production—in brief, the ratio 
of prices received to prices paid. Farm people have been 
aware of these two sets of prices as they have endeavored 
to improve and protect their standards of living. 

The Secretary of Agriculture is empowered under a 
number of Acts to control imports so as to aid the price- 
support program. The provisions of these laws were re- 
cently summarized by W. Carroll Hunter, solicitor of the 
Department of Agriculture, and were quoted in the Con- 
gressional Record of February 20, pp. A1285-86. For 
exainple, the Agricultural Adjustment Act of 1933, as 
amended in 1946, authorizes the President to impose re- 
strictions on the importation of articles when they threaten 
programs undertaken by the Department of Agriculture 
with respect to any agricultural commodity or product 
thereof. However, such action may not be taken in con- 
travention of any treaty or other international agreement 
to which the United States is a party. The Agricultural 
Marketing Agreement Act of 1937 authorizes handlers of 
certain farm products to enter into agreements with the 
Secretary of Agriculture, and empowers the Secretary to 
issue orders limiting the amounts of agricultural com- 
modities that may be sold abroad, all for the purpose of 
stabilizing farmers’ purchasing power. 


How Large Are the Surpluses? 


The Commodity Credit Corporation is at present ask- 
ing Congress for authority to increase its capital from 
$4,750,000,000 to $6,750,000,000. As of recent date, some 
$3,600,000,000 of the authorized capital funds were com- 
mitted in the form of non-recourse loans against stored 
products, or were used for direct purchases of products. 
Funds of the C.C.C. are used mainly for non-recourse 
loans against products, and the Corporation eventually 
takes title to the products which are security for the loans. 

The C.C.C. holds or has made loans against wheat val- 
ued at almost $1,000,000,000; corn valued at over $700,- 
000,000; cotton valued at almost $1,000,000,000. These 
three crops accounted for some $2,700,000,000 of the 
$3,600,000,000 that has been committed. Thus the value 
of all other crops held was less than a billion dollars. The 
total holdings were the equivalent of around 12 per cent 
of the value of all agricultural production during 1949. 

Crops held by the C.C.C. are disposed of so as to in- 
terfere as little as possible with the normal trade. It is 
not known how much the losses—or gains—will be until 
a marketing season is completed and governmental hold- 
ings are disposed of. In the current situation it is ex- 
pected that there will be losses, because of declining export 
demand and other factors. 

Some idea of losses expected is revealed in the execu- 


tive budget submitted by the President to Congress in 
January. He estimates that losses to the government as 
a result of price-support operations will be $407,000,000 
in the fiscal year ending June 30, 1950; and $266,000,000 
in the fiscal year ending June 30, 1951. (The figures for 
1951 may be expressions of hope rather than firm esti- 
mates.) In practical terms, the C.C.C. has got most of 
its money back. 

The much-publicized potato program resulted in losses 
of over $220,000,000 from operations connected with the 


1948 crop, and the net loss may be as much as $100,000,000 | 


on the 1949 crop, the marketing of which has not been 
completed. During recent days it has appeared that some 
50,000,000 bushels of potatoes would be held as a surplus 
difficult to manage. 

The public attention drawn to the potato program re- 
sulted in outcry against destruction of food and in de- 
mands for revision of the farm program. There have 
been indications that indignation against the potato pro- 
gram might imperil the whole governmental structure for 
price-support. The Senate has passed a measure that 
would deny to potato growers in 1951 any governmental 
price-support unless “marketing quotas” (the strictest 
form of control authorized) are in effect. Marketing quo- 
tas can, under law, go into effect only after approval by 
two-thirds of the eligible growers voting by referendum. 

Officials of the Department of Agriculture declare that 
the expected reserve of wheat at the end of the current 
marketing season, about 350,000,000 bushels, will not be 
unmanageable. They are currently giving to relief agen- 
cies, free of cost at the point of storage, dried milk, dried 
eggs, dried beans, fresh potatoes. 

One difficulty about revising the program at this time is 
that it is already under way for the current season. The 
Secretary of Agriculture is required, well before planting 
time, to state at what point the federal government will 
support the price of crops. The C.C.C. has already begun 
to pay $1.01 per bushel for early potatoes harvested in 
Florida. It is currently supporting the price of eggs at 
37 cents a dozen at the farm. Notices have in many in- 
stances been given to growers concerning the level of 
price-support that will be in effect for 1950. 


The Agricultural Act of 1949 


In an effort to deal with the postwar agricultural situa- 
tion, the 80th Congress passed the Hope-Aiken bill in 
1948, which was signed by President Truman. It author- 
ized continuance through 1949 of the wartime price sup- 
ports at 90 per cent of parity for numerous agricultural 
commodities, after which flexible price supports of from 
60 to 90 per cent were authorized. The level of support 
was to be determined by the Secretary of Agriculture 
after study of the supply of a commodity in relation to 
the “normal” supply. 

The Agricultural Act of 1949, approved in October, 
repeals the main provisions of the law in 1948 and deals 
with agricultural commodities in three groups: “basic,” 
“designated non-basic,” and “other non-basic.” 


As for the six basic commodities (corn, cotton, wheat, 
rice, tobacco, peanuts), price support is mandatory for 
cooperators, i.e. producers who do not exceed acreage al- 
lotments, if marketing quotas have been approved by two- 
thirds of the eligible growers in a referendum vote. For 
1950 crops, the level of price support is 90 per cent of 
parity, the definition of which is revised . (See below.) 
Beginning with 1951 crops, price supports may be set at 
from 80 per cent to 90 per cent of parity, according to 
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the relation of total supply to “normal supply.” The ex- 
act point of support between these limits is in the discre- 
tion of the Secretary of Agriculture. Beginning with the 
crops of 1952, the level of support may be placed between 
75 per cent and 90 per cent of parity. (Certain exceptions 
are made which are not noted here for lack of space.) 

The “designated non-basic commodities” are wool, tung 
nuts, honey, Irish potatoes, milk, butterfat, and the prod- 
ucts made from milk and butterfat. In general, the level 
of support may be set between 60 per cent and 90 per cent 
of parity. Price support for the other non-basic agricul- 
tural commodities is permissive at a level not in excess of 
90 per cent of parity. The law makes mention of eight 
factors that must be taken into account in determining the 
level of support of the “designated non-basic” and the 
other non-basic crops. 

The parity formula adopted in 1948 was amended by 
including wages paid to hired farm labor as a factor in 
figuring “prices paid” or costs of production. However, 
in the case of the basic commodities, the use of the old 
parity formula is required at any time for four years be- 
ginning January 1, 1950, if a parity price determined by 
that formula is higher than that obtained by the defini- 
tion of parity in the law of 1949.4 


Surplus Supplies for Relief Agencies 


The Agricultural Act of 1949 empowered the Secretary 
of Agriculture to make available to relief agencies “at no 
cost,” at the point of storage, surplus commodities for 
which price-support programs are in effect, and which 
are “found to be in danger of loss through deterioration 
or spoilage.” The law established priorities. The Secre- 
tary of Agriculture must offer these surplus commodities 
in the following order: 1. To the Munitions Board or 
any other federal agency which will use them “in making 
payment for commodities not produced in the United 
States.” (It has been said that surplus food might be 
traded for minerals of value in the making of munitions.) 
2. To agencies conducting “school lunch programs.” 
3. To local public welfare organizations for assistance 
of needy Indians or other needy persons. 4. “To private 
welfare organizations for the assistance of needy persons 
within the United States.” 5. “To private welfare organi- 
zations for the assistance of needy persons” abroad. 

The Department of Agriculture has announced, as 
noted above, that dried eggs, dried milk, dried beans and 
fresh Irish potatoes have been offered to the relief agen- 
cies, including those operating relief programs abroad. 
Such agencies must, however, pay for handling and trans- 
porting commodities from “the point of storage.” It is 
understood that most relief agencies either find them- 
selves without funds for transportation, or unable to use 
the products now available. 


Secretary Brannan’s Alternative 


Early in 1949, Secretary Brannan announced a new 
farm program, in which he recommended certain depar- 


1A mimeographed summary defining “parity price,” circulated 
by the Department of Agriculture, reads as follows: “The parity 
price for any agricultural commodity shall be determined by di- 
viding the average price received by farmers for that commodity 
during the preceding ten calendar years (or during the ten market- 
ing seasons beginning within this period) by the index of prices 
received by farmers for all commodities during the same period 
to obtain an ‘adjusted base price.’ This ‘adjusted base price’ is 
then multiplied by the current index of prices paid, interest and 
taxes to obtain the current parity price. The prices received index 
and the index of prices paid are the indexes as regularly published 
by the Bureau of Agricultural Economics on the 1910-14 base.” 


Saturday, March 18, 1950 


tures in farm policy. Bills were introduced to implement 
the plan (H.R. 4753 and S. 1882), but the Committees 
on Agriculture of both Houses declined to take favorable 
action. The plan was summarized in this SERviceE, May 
28, 1949, and only the main features are noted here. 

The Brannan plan would shift the parity concept from 
an emphasis on price relationships (prices paid by farmers 
compared with prices received by farmers) to an emphasis 
upon a minimum income for agriculture. Parity income 
for agriculture would be the average income for ten years 
prior to the year for which a program would be in effect. 

For the basic crops that can be stored, authority to 
establish marketing quotas and acreage allotments would 
be continued. For many perishable products, “production 
payments” would be made to farmers after the consumer 
price of these products had been permitted to find its com- 
petitive level, rather than, as at present, a price-support 
program to maintain a relatively high consumer-price 
level. Mr. Brannan mentioned milk, eggs, pork, beef, 
lamb and “farm chickens,” as products for which produc- 
tion payments would be authorized. For “fluid milk,” 
authority for marketing agreements and for issuing orders 
fixing prices to the farmer would be continued. 

Every farm, large or small, producing crops for which 
production payments would be made would share in them 
only to the extent of 1,800 units of production. This 
limit would be the point of maximum production of the 
family-type farm. A larger farm would not be eligible 
for benefits beyond the 1,800 units. It has been estimated 
that the upper two per cent of American farms, in size, 
market about 25 per cent of the farm products. However, 
the large farms would still participate to a considerable 
degree in the total program. The large farms marketing 
“fluid milk” would be subject to the same price orders 
and marketing agreement as the small farms; the large 
farms producing the basic crops that can be stored would 
also be subject to the same agreements as the small farms. 

The Brannan plan is favored by the National Farmers 
Union, the smallest of the general farm organizations. 
It is opposed by the Farm Bureau, the Grange, and the 
large farm cooperatives. It has drawn support from labor 
and consumer organizations. Farm leaders who are op- 
posed say that farmers must secure their main income 
from consumer purchasing and that governmental sub- 
sidies should be a minor factor. They fear that under the 
Brannan plan, if prices of perishable crops were permitted 
to drop to a competitive level, the bill for subsidies (pro- 
duction payments) would become so large that Congress 
would decline to pay it. The farmer would thus, they 
allege, lose out on two counts—low consumer prices and 
failure of government subsidies. Also, some critics of 
the program see little hope that reduced consumer 
prices would greatly increase domestic consumption. 
They point to evidence that the human stomach is inelas- 
tic—that a million people, with good purchasing power, 
use about the same quantity of food year after year. It 
is recognized, of course, that in periods of high employ- 
ment and good consumer purchasing power, consumers 
tend to buy more of the high quality and high-priced foods. 

Secretary Brannan has declined to make an estimate in 
advance of the cost of his plan to the federal government. 
It must also be stated, however, that no one can make in 
advance a good estimate of the cost of the present pro- 
gram. 

Other Possibilities 

Farm Journal, Philadelphia, of February, in an article, 

“Can We Lick the Surpluses?” by Vernon Vine and Rob- 
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ert D. McMillen, recounting the recent increases in the 
size of the reserves held by the C.C.C., asks: “Can all of 
this go on forever? That’s a question we’ve got to face. 
Taxpayers are getting fed up. City consumers (who can 
outvote farmers in Congress any time) are convinced that 
they’re paying their grocery bills twice—once when they 
buy their food, and again when they pay taxes... . On 
the other hand, farm prices have been dropping. A month 
ago, for the first time in eight years, the average of farm 
prices was below parity. That’s why ... more and more 
farmers are telling their congressmen they want high, 
fixed support prices. Meanwhile the surpluses pile up.” 

Among many possibilities, the article mentions : 

1) The Brannan plan, noted above. 


2) “Let livestock eat us out of the trouble,” as has 
been proposed by Farm Journal. That would require 
shifts in farm practices, with more emphasis on livestock. 
“This would mean more, and therefore cheaper livestock.” 
Farmers would have to cut costs in order to keep on mak- 
ing money. The article adds that “some people are sug- 
gesting subsidies on livestock to speed up the plan.” 

3) A two-price system. “Supplies for home consump- 
tion would be held to a level that would bring good prices ; 
surpluses would be sold abroad at world prices.” 

4) Food stamps and free lunches. Low-income families 
would be furnished stamps for purchase of food surplus. 
Government appropriations would carry the cost. 

5) An international commodity clearing house, where- 
by the United States would sell its food surpluses and 
take currency other than dollars in payment. 

After mentioning other possibilities, the writers add, 
significantly : “Congress has never passed major farm leg- 
islation in an election year.” 


Observations and Questions 


The farm price-support program has been carried on 
with substantial support from both major parties. Ex- 
perienced observers in Washington have noted no essential 
differences between the Republican and Democratic par- 
ties on the question. Here is an economic issue that cuts 
across party lines. The farmers’ votes are important 
to both parties. The 80th Congress, controlled by Repub- 
licans, did not do away with the price-support program. It 
established a flexible parity system which the 81st Con- 
gress modified but continued. 

An experienced reporter tells about a senator from a 
Northeastern state who once went to a Secretary of Agri- 
culture and made a plea for a high level of price support 
for potatoes. When his advice—which coincided with that 
of others—was taken and a huge surplus of potatoes re- 
sulted, the senator criticized publicly the methods used for 
disposal of the surplus. 

A prominent member of the House of Representatives 
was recently quoted as saying that Congress is responsible 
for the defects in the farm price program. He said, in 
effect: We passed the bills; let us take responsibility for 
our actions; let us reconsider, restudy and modify. 

The relation of the farm price-support issue to the in- 
ternational situation is evident. It has been said that it is 
“immoral” to hold large food reserves here when there is 
so much hunger abroad. But there is no simple way of 
taking surpluses here to needy abroad. Who will trans- 
port, who will distribute? What would be the effect upon 
farm producers abroad if the United States should decide 
to donate surpluses in quantity to other nations? 

An evident contradiction appears when efiorts to 
broaden international trade are considered. The Economic 


Cooperation Administration, for example, advocates that 
the United States import more goods from Western Eu- 
rope, so that Western Europe shall relieve its dollar short- 
age and become less dependent upon dollar grants from 
the Congress of the United States. Should Western Ev- 
rope be encouraged to send us farm products, when the 
national policy of domestic price support is so vigorously 
promoted as has been indicated above? If the Danes were 
to be permitted to ship us a good quantity of butter, it 
has been said that the Secretary of Agriculture would 
under present laws have to purchase an equivalent amount 
of domestic butter and put it into storage, so as to main- 
tain the domestic price-support program. What are the 
rights of American farm producers and of producers in 
other countries? How shall the respective rights be recon- 
ciled? And what duties accompany the respective rights? 
How can expression be given to these rights and duties? 
And how can understanding of both be developed? That 
these are basically ethical questions is clear; but the an- 
swers do not at once appear. 


“Agricultural Policy Statement No. 1” 


The Council for Social Action of the Congregational 
Christian Churches has adopted a statement, published 
under the title above, available from the Agricultural Re- 
lations Department, Merom, Ind. The statement is on 
“agricultural production, price and income policy.” It is 
probably the first comprehensive statement from any 
church group on the subject. 

After noting that the issues raised by the farm situation 
are ethical and spiritual, the Council presents “guiding 
objectives,” for the consideration of Congress, the farm 
organizations and the public, in the formulation of pro- 
grams “for commercial agriculture.” Only a few aspects 
of the statement can be referred to in this summary. 

“The program should be conducive to conservatiori. . . . 
Conservation and efficient use shall complement each 
other. 

“The program should lead to organized, sustained and 
realistic abundance in production. .. . 

“The program should encourage efficient processing 
and distribution with no more than reasonable and equi- 
table margins of profit for processors and distributors. 
... A satisfactory program must... provide a close gov- 
ernment check on monopolistic practices which lead to 
excessive margins of profit in agricultural processing and 
distribution. Continued public and private support of the 
cooperative movement will aid materially... . 

“The program should provide adequate protection 
against unduly low and sharply fluctuating farm prices 
and incomes... . 

“The program should perpetuate the pattern of efficient. 
owner-operated family farming. .. . 

“The program should be democratic in administration 

. ., accompanied by only such governmental controls as 
are necessary to provide equity to farmers and protection 
to the public interest.” 

The Council recognizes that a statement in terms of 
policy for commercial agriculture does not refer to the 
needs of those farmers who “operate outside and below 
the commercial channels, who have very few resources 
per farm and who have virtually nothing to sell at any 
prices.” The program enunciated also does “not meet 
the needs of farm laborers.” For these, it is maintained, 
additional governmental programs are essential, and the 
needs of these groups will be dealt with later. 
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